Introduction
Brazil has attracted the attention of investors around the world as it went through the 2008 financial crisis with relative ease, perhaps due to its history of successive internal economic crises that forced authorities to develop a specific know-how to manage them.
The objective of this chapter is to condense some basic information on the Brazilian stock market so as to enable investors to make a first decision in considering such a market, and to offer to other readers a consistent introduction.
First, a few lines are dedicated to positioning the Brazilian economy after the stabilization in 1994. Following this, a section presents the main institutions of the Brazilian stock market. The next 2 sections present its dimension and structure, respectively. In sequence, a brief discussion of the role of accounting information in determining prices and returns is inserted. The next section deals with corporate governance and highlights the Novo Mercado. Then, some final remarks are added. The regions and states present very different contributions to GDP and also very different levels of GDP per capita, as shown in Table 5 .
The Northern region has the largest land area and also the lowest share of GDP. The Northeast is the one with the lowest GDP per capita. In reality, the country faces serious internal disparities within its five regions. The Southeast region is in the upper range of human development, followed by the Southern and Central-west regions; however the 9 states located in the Northeast region present the lowest socioeconomic indexes. Disparities are also important in relation to gender and ethnics countrywide (Tulane, 2011) .
After various unsuccessful plans, inflation was finally brought under control in 1994, but the stabilization process only ended in 1998. Therefore, the more significant available economic 
The Brazilian stock market, Bovespa, and CVM
The capital market plays a key role in a country's economic development because it constitutes an efficient mechanism for allocating resources (Assaf Neto, 2008; Damodaran, 2002) .Unfortunately, Brazil was not able to take advantage of this until recent years.
A long period of high inflation rate and general economic instability historically exerted serious negative effects on the Brazilian stock market until the mid 1990s. According to Lameira (2004) , the Plano Real was a milestone for the Brazilian stock market. Indeed, the stock market, fostered by economic and political stability, initiated a vigorous pattern of growth since 2003, as demonstrated in Figure 2 .
An intense inflow of capital from abroad is in the core of this growth process and due to this Bovespa is now the fifth bourse in the world in foreign investors' participation. The high internal interest rate and the privatization program started in 1997 have attracted considerable amounts of foreign capital except in 2002 (electoral year) (Lameira, 2004, p.104) . Since then Brazil has come to be regarded as an important option for foreign investors. In July, August, and September 2011 foreign investors were responsible for 33%, 34%, and 36% of the Bovespa's trade volume, respectively (BM&FBovespa, 2011).
Foreign investments bring many benefits to the country that receives them but also cause negative effects, as shown in Table 7 .
Some analysts emphasize that the Brazilian government should exercise tighter control over the flow of foreign capital, but others insist that the maintenance of good economic fundamentals, such as balance of public accounts and keeping inflation under control, along 
Positive effects Negative effects
Improve the country's international image;
Government can finance its deficit for longer terms and lower interest rates;
Greater opportunities for capital expenditures and costs reduction.
May cause imbalance in the country;
Possibility of fast reflux of external resources in the presence of negative indicators;
Struggle to prevent flights of capital in the presence of any international instability.
Source: Adapted from Pinheiro (2008, p. 39) Primary equities are issued through the Bovespa. Private and public sector corporations that meet the registration requirements of the Brazilian Securities Commission (CVM) become eligible to issue equity shares through the Bovespa. Such corporations can count on the market expertise and financial leverage of underwriters to launch stocks on the market. An underwriter may guarantee that the issuer will receive a certain price on the stocks sold.
In 1999 a home broker system was installed to allow investors to easily communicate with the brokerage firm by using the Internet, and its use has been growing ever since.
The Brazilian stock market is ruled by the CVM, an agency of the Brazilian government that serves as the primary regulator of the securities trade. It attempts to ensure that all trades are fair, and that no price manipulation or insider trading occurs.
CVM was established in 1976 with the objective of regulating and disciplining the operation of the Brazilian capital market. By offering institutional guarantees to investors and the desired operational flexibility, CVM fosters companies' capitalization and economic growth by means of a better allocation of resources.
In order to achieve its objectives, CVM:
 Ensures the efficient, reliable, and equitable functioning of the securities market, and foments its expansion;  Protects investors and securities holders by avoiding or preventing irregularities, frauds and manipulative practices;  Guarantees ample and fair disclosure of relevant information concerning securities traded and issuer companies (CVM, 2011) . 
The Brazilian stock market dimension
In order to grasp a better estimate of the Brazilian stock market dimension, Bovespa is the largest stock exchange in Latin America, and is also one of the largest in the world.
Bovespa's most important index is Ibovespa, whose primary purpose is to indicate the general behaviour of the Brazilian stock market. Ibovespa represents more than 80% of either the number of operations or the value of share trade. Figure 4 shows the monthly evolution of Ibovespa since January 2000. 80,000 January… July-00 January… July-01 January… July-02 January… July-03 January… July-04 January… July-05 January… July-06 January… July-07 January… July-08 January… July-09 January… July-10 January… July-11
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www.intechopen.com The Bovespa's performance in recent years looks impressive both in respect of accumulated earnings and in relation to daily returns, but it is better to make this assessment by comparing its evolution with stock exchanges in other countries, especially the BRICs. Figure 6 shows that Bovespa's performance is lower than that of Bombay (India) and exceeds that of Shanghai (China). 
The Brazilian stock market structure
The Brazilian stock market is highly concentrated in a reduced number of companies in comparison to developed countries, as shown in Not only is the market concentrated, but so is the equity. Okimura (2003) affirms that there is a predominance of controlling shareholders in the Brazilian stock market, concentrating approximately 76% of vote-entitled shares, and Cavalhal da Silva (2004) states that, on average, the three largest shareholders control Brazilian companies. 
Studies on the Brazilian stock market reaction to accounting information disclosure
The seminal study on the reaction of stock markets to statement disclosure by Ball and Brown (1968) indicates that stock prices show variation in the same direction of profit. The same study also concludes that most of the information contained in financial statements is anticipated by the market or is perceived before their publication. In fact, disclosure of financial statements is just one among other information sources used by investors.
The Brazilian stock market remained undersized and lifeless until 1990s due to lack of monetary and political stability. Its strong growth in recent years presents as a consequence an increasing demand for research work and studies to provide guidance to agents, especially domestic and foreign investors. This difficulty is further increased because the few available studies do not always show convergence. Table 11 summarizes the recent literature on the influence of accounting information in the Brazilian stock market.
AUTHOR(S) PERIOD FINDINGS
Lopes (2002) 1995-9 Accounting numbers are relevant to explain stock prices and explanatory power is concentrated in companies' net equity.
Sarlo Neto et al. (2003 Neto et al. ( ) 1990 Changes in preferred share prices follow the direction of accounting results. In respect to common shares, only portfolios with negative returns follow the direction of reported results.
Lima and
Terra (2004) 1995-02
Abnormal returns on disclosure of financial statements are not statistically significant. Abnormal returns on yearly results are significant, indicating that information is relevant in confirming expectations.
Sarlo Neto (2004) 1995-02
Disclosed results represent an important source of information for investors. Accounting reduces the informational asymmetry in the Brazilian stock market. Lopes et al. (2005) 1990-02 Evidence that changes in preferred share prices follow the direction of reported results. Dantas et al. (2006) 2001-04 Operating leverage presents a positive influence upon returns on stocks. Loriato and Gomes (2006) 2000-04 Annual financial disclosures provide relevant information to the market and cause an increase in trade volume.
Silva and Favero (2007) 2005-06
The market believes that the higher the cost of debt, the greater the financial leverage and therefore the better the result of the company. Scarpin et al. (2007) 2005 The date of publication of financial statements has consequence on stock prices and trade volume. Costa Jr. et al. (2007) 1995-07 Existence of causality of accounting return on market return at a marginal level of 10%.
Santos (2008) 2000-07
Changes in revenue do not influence return on shares, rather changes in costs are statistically significant. Source: Taffarel (2009) These studies suggest that, in general, accounting information can be considered significant in explaining stock prices and returns in Brazil.
Taffarel (2009) The results indicated that the information embodied in the accounting exhibits impact differently common and preferred stock prices. For common stocks, current ratio, net working capital by sales, return on net equity, return on asset, sales by total assets, and sales by fixed assets, represented by their principal components, explained 29% of the return of stock price referred to 30 days after the accounting exhibits' publication on the trimester closing price.
In respect to preferred stocks, the model that better explains the relationship is based on the return of the stock price referred to 5 days after the exhibits' publication on the trimester closing price. Operational margin, net margin and return on net equity, in combination with total assets by sales , fixed assets by sales, and net equity by sales, represented by their principal components, explained 57% of the stock price variation.
Corporate governance and the Brazilian stock market
The stock market at Bovespa is divided into four segments: Traditional, Level 1, Level 2, and Novo Mercado (New Market). This is the ranking of the four segments according to specific sets of regulatory and additional requirements of corporate governance.
Companies in the Novo Mercado may only issue voting (common) shares and voluntarily undertake corporate rules and disclosure requirements which are much more stringent than those already established by Brazilian laws, known as "good practices of corporate governance". These rules are designed to increase shareholders' rights and enhance the quality of information provided by companies. Additionally, a Market Arbitration Panel is offered to resolve conflicts between investors and issuers (World Bank, Brazil Report September 2004).
CVM, Bovespa, the Brazilian Institute of Corporate Governance (IBGC), and the Brazilian Bank for Economic and Social Development (BNDES) have acted together and created a positive climate in which companies pursue the accomplishment of the established standards of corporate governance by themselves in order to obtain a differentiation in the market and a higher value. The BNDES requires companies to promote the opening of capital and improve their corporate governance practices in exchange for the funding (Lameira, 2004, p.108-109) .
This important change in the Brazilian stock market, initiated in December 2000, is based on the idea that reduction in investor perceptions of risk presents a positive effect on share values and liquidity. As pointed out by the World Bank: "Bovespa believed that investors would perceive their risks to be lower if two things occurred: they were granted additional rights and guarantees as shareholders; and, if the asymmetry of access to information between controlling shareholders/company management and market participants was narrowed (if not eliminated)." (World Bank, 2004 ).
According to Santana et al. (2008) 
Final remarks
Brazil presents good economic and social indicators, mainly originating from mid-1990. Once the Plano Real was established in 1994, the economy went through a period of accommodation that would have ended in 1998 were it not for the instability that plagued the world economy and the proximity of the 2002 elections. Thus, the beneficial effects of stabilization were only made present in a clear and lasting way from 2003. This is very noticeable in the behaviour of the Bovespa.
Data on the Brazilian economy, especially since the Plano Real, has led to a growing number of supporters of the government's policy of maintaining a political and economic environment favourable to increasing participation of foreign capital in the country's development, including absence of control.
Bovespa concentrates practically the whole stock market in Brazil, and receives a significant flow of capital resources from abroad, but it is not well known yet. Indeed, there are few studies on the Brazilian stock market, and the fast growth process imposes changes that make it still more difficult to properly understand its functioning.
Bovespa is comparable in size to the main stock exchanges in the BRICs, the Brazilian stock market is markedly concentrated, and equity control is concentrated in hands of a few shareholders.
Studies on the influence of accounting indicators on prices and stock returns in the Brazilian market are still scarce and inconclusive. A recent study (Taffarel, 2009) , however, shows that the preferred and common shares react differently to the publication of financial statements in the short term.
The Brazilian experience on the classification of stocks as to the standards of management and information made available to the market by issuer companies can be considered a success, especially when compared to other developing countries. In Brazil, companies are encouraged to adhere to different levels of governance, but they do so freely.
The introductory remarks in this chapter may serve as a starting point for the persons concerned with deepening their knowledge of the Brazilian stock market, but they are obviously insufficient for making an investment decision. The general characteristics presented here constitute only an overview of the current situation and prospects.
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